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2Ii1 FORECASTS FOR 1945 


HE following pages outline our forecasts for 1945. This is the sixteenth 
year inwhich we have been forecasting real estate movements and the 


twelfth year in which we have published detailed forecasts at the begin- 
ning of the year. 


The job of guessing the future is particularly difficult for 1945 as the 
two all-important factors, the length of the war in Europe and the government 
attitude toward reconversion, are unpredictable at this time. We are assuming 
in these forecasts that the war in Europe will be terminated in the third 
quarter of 1945. Should it end before that, our forecasts on real estate ac- 
tivity will be too high. Should it end later than that, the figures will 
probably exceed.our present guess. 


GENERAL BUSINESS ACTIVITY 





be only slightly below the levels of 1944, probably balancing out the year 
with a 15 per cent drop. Retailers with merchandise to sell should have no 
difficulty in equalling 1944 sales, but most retailers will experience such 
difficulty in securing goods that their actual volume will be probably ten per 
cent below 1944. Those re- 
tailers selling hard goods 
will experience a far more 
drastic drop, as much of 160 10 20 30 40 
this material will be en- oi avAs. 6 4uos.| 
tirely unobtainable. an a) 


The swollen supply of 
D icirars will increase 
rapidly this year, ex- 
erting a strong pressure on 
wages and salaries The 
chart to the right, which 70 
shows wages in the United 
States in this war and the 
last, would indicate that 
wage and salary freezing 
merely restricted wage in- 711912) 913] '94 a 
& creases to about the trend i910 ) 
which they were following 10 20 40 5 
previously. Of course, c avne.s ouse-semne su86) 
had it not been for wage 30 


1: to the stepped up war production general business activity in 1945 will 
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and salary freezing, wages and salaries would have advanced far more rapidly. 
During 1945 the government will continue to employ delaying tactics on wage 
rates, retarding the rise as much as possible, realizing the eventual rise 
cannot be prevented. Wages in the post-war period will be at least as high as 
they are at the present time, with a strong probability that they will be con- 
siderably higher. 


The cost of living will continue to advance far faster than the official 
3 government indexes will show, as many things will not be obtainable be- 

cause of the low price levels which the government has placed on their 
sale. There may be considerable doubt whether we have gained very much by 
restricting a price rise to the point where goods are no longer manufactured 
or sold in sufficient quantity to have any effect on the market at all. There 
is scant satisfaction in knowing that the price of an article has not risen, 
if the article cannot be purchased. 


Relatively small increases will be apparent during 1945 in most of the 
government indexes but this does not mean that we have controlled inflation. 
We have retarded it and concealed the amount already in our economy through 
the substitution of ration points for dollars as'_ the principal medium of ex- 
change. If dollars could be permanently demonetized, their superabundance 
would not hang like the sword of Damocles over our price structure, but sooner 
or later we must go back to a dollar economy, either through black markets or 
white, and when we do we will find that the dollar has lost a large part of its 
purchasing power. Capital goods, including real estate, will eventually ac- 
commodate themselves to the new and lower value of the dollar. 


URBAN REAL ESTATE 
RESIDENTIAL 


Rent control will not be modified during 1945 in any fashion which will 
4. give real relief to property owners. As a result our index of rent lev- 

els will go sideways during the year. 

The prices for which residential properties will sell will increase in 

spite of frozen rents and increasing prices for maintenance and upkeep. 

This will be due to the demand for dwelling units which will continue to 
exceed the supply in practically all cities of the United States and the over- 
abundance of dollars in the hands of consumers unable to rent accessible 
units. Many people who have not thought seriously of home ownership before 
will attempt to buy their own homes. Fear of inflation will force many inves- 
tors to buy multi-family buildings. 


level which prevailed at the time that the war started in Europe. In our 
opinion during 1945 these costs will rise still further, with the very 
strong probability that in the post-war period they will be higher than they 


are at the present time. Lumber will continue to rise in price. (See chart 
opposite. ) 


G ever vnicn” costs of residential buildings are now 36 per cent above the 


Vacant land suitable for building will increase in price during 1945 due 

to the over-abundance of dollars in the hands of purchasers, but we do 

not anticipate over a period of time as large a percentage of increase 
in the price of vacant land suitable for building as we expect in the values 
of buildings already built. Vacant land suitable for building rarely increas- 
es in price fast enough to offset interest and taxes. 
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BUILDING COSTS OF A STANDARD SIX ROOM 
NCE BUILT IN SAINT LOUIS 
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During 1944 only 167,000 dwelling units were built in all nonfarm areas 
of the United States. This compares with 351,000 in 1943, 497,000 in 
1942 and 715,000 in 1941. From the chart at the bottom of the page it 
will be seen that this figure is lower than the lowest level reached during 
the First World War. 1945, unless the war in Europe ends early in the year, 
will show little improvement. The lumber situation will remain at least as 
critical as it is now, with the probability that it will become still more 


severe. The only housing permitted until after the European war is over will 
be housing absolutely essential for defense workers. 


S 





Should the war in Europe come to a sudden close in the early part of the 
year there might be a possibility of building volume in 1945 reaching 300,000 
dwelling units. In our opinion this is possible but not probable. 


Nonresidential building, too, will depend entirely on the European war. 
An early peace could double last year's volume, bringing the total to more 
than a billion dollars in 1945. This seems improbable to us, however, and we 


would be more inclined to think that nonresidential building in 1945 will not 
exceed 1944. 


Farm building in 1945 will equal 1944 and may possible exceed it by a 


very small percentage. Military and naval building will probably be slightly 
below 1944. 


We are not as optimistic as many for a large volume of building in the 
early post-war period. In addition to the shortages during the first year, we 
will be faced with building costs which have advanced markedly durirg the war. 
Although many surveys have 
indicated that a large part = io00— 


of the population expect to + NUMBER OF NEW DWELLING UNITS 
buy or build in the early rie = A LR 
post-war period, we believe 800} 10 20 30 40 50 80 90 100 flO 120 
that they are under the —-s evns. + «mos. ue 1922 aoa 
mistaken impression that 
buildings can be built af- 
ter the war at avery low 
cost. When they discover \— 
that it will cost more to 660 » 
build anew building than mt 
comparable buildings can be i912 11913 
bought for at that time, 
they will defer building 
until existing properties 
rise to a comparable level. 
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not been frozen at so low 
a level, the values of ex- Be & | 
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ing the war, with a more \ 
favorable relationship at | 
the war's end between ex- 1944) | | | 
isting buildings and the ee bo hs ae 
cost of new construction. 







































































Ov, Sv6l yy Ev Se Iv” OVE! 6E, BE LE, VE SE6I we, E&. ZE, i€: O€6I 62, BS, Le. 92. S26I we, C2 Se, 12 OZ6I Gl Bl Li Dh SI6i 0 
























































































































































1) 
c 
r 
Z 
1) 
7 
2 Saat Se : 0 
JLVAI 4 D 

ae Wuws-NON Pe anaes sete Soe | ; 

| vied : & IWILN3GIS3Y Se Se ee a ee | 
| bees secee Bm Seco mcs ese > 
box JLVAIYd reeene Rs 2 | 9 

L a. BS IVILN3GIS3¥-NON | is __ RRR Bases a ee re | 
Rass fa 2I78Nd BSS : "e 

etetet NG Sess 





2 e% 


| SWYV4 WW 3 ivalud 
i 


























AWAVWN ONV AuvLITIN[ | 2IN98Nd 
= SBILIMLAN DINGNd Fe | S4LvAled a 
NOILONYLSNOD DINGNd 
W3HLO ONY SAVMHOIH orn’ 
ON39O7fR7 el 
vl 





10 





S3LVLS GALINA SHL NI SSYNLIGNAdX]S NOILONYLSNOD MAN 


SI 




















ae 








Real estate activity 60 

will increase still URBAN FORECLOSURES 

further in 1945. When = 
the war first started in 
Europe and later when the 
United States entered the 
war our forecasts were that 
real estate activity would 
increase in spite of the 
fact that during the First 
World War real estate ac- 
tivity decreased until the 
time of the Armistice. The 
total volume of voluntary 
transfers of urban real es- 
tate in 1945 will probably 
exceed the volume of trans- 
fers in 1944, in spite of ‘. 1943 1920] 1921 |is22li923/1I924 
the fact that 1944 was a eee ore ANAS 
very good year for the real 5 2YRS.4 6MOS-oliYR.4 7MOS _— 


—— 4YRS. & 3 MOS. 
estate broker. : | } | aod 


1 O The average urban foreclosure rate will be slightly higher during 
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1945 than it has been in 1944, when it set an all-time low record. 

As war production tapers off toward the end of the year, some commu- 
nities will experience difficulties, particularly with houses built under 
Title VI provisions of the FHA. On the other hand, throughout the United 
States as a whole, foreclosures will rise by only a slight percentage, as the 
fact that we are still ina rising market of values will prevent many fore- 
closures which might otherwise take place. 


the general inflationary policies of the government have resulted in 


1 1 Mortgage loans will be readily available in practically all cities as 
idle funds seeking 
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investment without a suf- NUMBER OF MORTGAGES 
ficient outlet at accepta- +60 ——— . -_ Site 
ble rates of interest. We wee 0 20 30 40 50 i 
believe that mortgage loan zvRs.s euos-oerns ru0s| 
—— 4 RS. ——- 
activity during 1945 will q +40;-— ry T 0 | 
6g 
exceed 1944. Sass us ee W 
0 a 35 0 
Mortgage interest Z +20 < * 00 ” Boe 
rates will drop 5,, ” ve Ww 1924 
slightly during 0 : uu |e 1 re 
1945. This will be due to = {orm 3 ZZ ” 1 ] 
government pressure on the 4 4 lis igig Wu $ 
general interest rate and Z . 5 ee 45 e ooo 
due to the fact that GI o -20 i \ 931] ashore 
loans at 4 per cent will 4 3, 0 iM2iisief f\| 
have a tendency to lower > 92 a3 2 ‘ 
the market for all loans. 5°” oy 
Ca 23 i910 | 
-50 - — _—S 
Real estate taxes 1937/1938) [™ PTTrTT TY CLOT 
will show little -60 10 20 30 40 50 60 70 80 90 100 10 120 
change during -70 eyns. 4 4mos.| ee Se. a ON ee 





























Os6! Sv6l Ové6i Se6! oc6i Sz6i Oz6i Si6i O16! op 


Sv 


OS 


SS 
o9 


s9 
Ol 


Si 
oe 


Se 


9se6i 


2 EE SS & § ie +--{06 


A gp tt ——}+}—___—__+____4_ __ 4 $6 


OOl 


oo! 


402! 


10] a 











} | OSs! 











og! 





























































































































Odi 


QN3Y¥L WY3L-9SNOT YOS YO NOILVI1NdOd Ni HLMOYUSD YOS LON LNG | = 
= SNOILVNLINIA IWNOSVWSS YOS GIALDINYOD XIANI 


ee De ALIAILOVW 3LViS3 1Vv3e me 











002 





l2 





























1945. Because rent levels 
have been frozen, taxes 
cannot be increased without 
allowing the landlord to 
pass on the increase to the 
enant. During the First 

‘ld War when rent control 
was not in force, real es- 
tate taxes rose with rents 
and values during the pe- 
riod of the war. Real es- 
tate taxes will rise in the 
post-war period due to the 
higher cost of local gov- 
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URBAN REAL ESTATE 
COMMERCIAL 


the government will continue to occupy a large percentage for war and 
domestic control and clerical work. Within six months after the end 
the war in Europe, however, the government will start to contract its space 
requirements and within a six months' period will probably be renting about 
five per cent of the office space in the United States, in place of 11 per 
cent. In the average city, however, office building space vacant will not be 
excessive as relatively few office buildings have been built since the early 
thirties. During the past fifteen years due to government reports and other 
requirements it takes a larger number of sque~= feet of office space to do the 
same volume of business than it took before government controls became so com- 
plicated. 


1 O:: absorption of vacant space in office buildings will continue, as 


Office building rents will largely move sideways due either to commercial 
rent control or to control by intimidation. Office building owners have been 
told in no uncertain fash- 
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increase volume in rents, t n the other hand, shortage of merchandise will 


have a tendency to decrea: volume in rents. It is our opinion that’ these 
two factors will probably neutralize each other. It should be remembered, 
however, that the greatest shortages will occur in the "hard merchandise" line 
and that soft goods will continue to be available to a far larger extent. The 
shortages of all types of merchandise, however, will be greater in 1945 than 


they have been in 1944. 


INDUSTRIAL REAL ESTATE 









After the end of tl! war in Europe intense competition will arise be- 
1 6 tween new and old industrial areas. The new industrial areas will 
attempt to hold the wartime workers by converting the new plants 
which have been built to ci lan uses. While they will not be entirely suc- 
cessful in this, they will icceed ina large enough number of cases to ac- 
centuate the industrial tren from the older industrial areas in the East to 
the newer industrial areas in the Southeast, the Southwest and the West Coast. 
There will also be -onsiderable competition in each industrial area be- 
tween the newer buildings and the older more obsolete buildings. Many of the 
new buildings which were built for war purposes will be convertible to indus- 
trial usage and on the average this space will be more efficient than the 
older multi-storied building: xisting in many of our cities. 
FARM REAL ESTATE 
w Farm real estate activity will continue high during 1945 with a very 
T heavy turnover in voluntary transfers of farms. Involuntary trans- 
fers of farms due 1 foreclosures or tax sales will be practically 
nonexistent during 1945, but e rural foreclosure rate will start to rise in 
1946, and will probably be quite high in the early fifties. 
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but not by so large percentages as they have increased during the 

past few years. The increases from now on will be due to the large 
number of dollars seeking investment and to the demand for GI loans for GI 
farms. As soon as the war is over in Europe we will be faced with a surplus 
of agricultural products which we will probably dispose of by making loans to 
foreign countries in order to enable them to purchase our surplus. This is an 
indirect method of giving our products away, with the eventual result that the 
cost will be borne by the American taxpayer. 


1 8: prices for which farmlands will sell will continue to increase, 


1945, but the trend will develop shortly towards slightly higher farm 
taxes. This will be more noticeable during 1946 and 1947 than it 
will be this year. 


1 9 Real estate taxes on farms will not show any marked change during 


with the larger lending institutions becoming more cautious as the 
year develops. 


AOus activity on farms will remain fairly high during 1945, but 


farm properties. The tendency for these rates to drop in our opinion 

will be offset by the greater risk which will be recognized by many 
mortgage lenders in the surplus farm products situation for the post-war pe- 
riod. 


. 1 Mortgage interest rates will remain firm at their present level on 
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The sales of real estate in all urban communities 

REAL ESTATE ACTIVITY are continuing ata very high level, although 

slightly lower than the figures for October and 

November of last year. The preliminary figure for December was 44.3 per cent 

above normal, in comparison with figures for October and November of more than 
47 per cent above normal. 


On the center spread of this report real estate transfers are charted for 
24 American cities. The red line on each of these charts shows the average 
for all cities. 


There seems to be nothing in the immediate outlook which would cause real 
estate sales in urban centers to slow down markedly, and it seems to us that 
the brokers should have a very profitable business, at least during the first 
six months of 1945. 


While the prices of farm lands on the average 

FARM ACTIVITY throughout the United States have continued up- 

ward, the peak of sales activity occurred during 

the first quarter of 1944.At the present time the number of farm sales is run- 


ning approximately 10 per cent below the corresponding period of a year ago. 


In the year from November 1943 to November 1944, farm lands increased in 
price by more than 14 per cent. The biggest percentage of increase was in the 
Pacific States where during this year farm values on the average increased by 
17 per cent. Undoubtedly one reason for the slowing down in farm activity is 
the many warnings which have been issued of the possibility of a wild farm 
land boom in the United States. 


Mortgage activity dropped slightly in December to 
REAL ESTATE MORTGAGES @ point 33.1 per cent below our long-term normal. 
This is below the five preceding months, but is 

still relatively high in relationship to the period before. 


As pointed out a number of times in these reports the reason that the 
number of real estate mortgages is so far below normal in the current period 
is that monthly amortized loans have replaced the old combination of first 
mortgages and junior financing. In the twenties with first and second mort- 
gages running for relatively short periods, generally three to five years, 
much property was refinanced frequently and in the course of a ten-year period 
a number of mortgages might be recorded on the average for a single piece of 
property. 
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